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STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 

South Beloit Water, Gas & Electric 
Company 

Petition for Authorization to Modify the 
Current Contract for Gas Services 
between Petitioner and Wisconsin 
Power & Light Company. 

9 7 - 0 0 8 8 

By The Commission: 

On February 3, 1997, South Beloit Water, Gas & Electric Company (“Petitioner” 
or “SBWGE) filed a petition requesting Illinois Commerce Commission (“Commission”) 
authorization to modify the current contract for natural gas service between Petitioner 
and Wisconsin Power & Light Company (“WPL”). SBWGE is a wholly-owned subsidiary 
of WPL. WPL is SBWGE’s sole supplier of metered natural gas service under the 
terms of a contract for natural gas previously approved by the Commission. 

Pursuant to notice, as required by law and the rules and regulations of the 
Commission, hearings were held before a duly authorized Hearing Examiner of the 
Commission at its offices at its offices in Chicago, Illinois on March 18 and April 22, 
1997. Appearances were entered by counsel on behalf of Petitioner and by members 
of the Accounting and Planning and Operations Departments of the Commission’s 
Public Utilities Division (‘‘Staff). At the conclusion of the hearing on April 22, 1997. the 
record was marked “Heard and Taken”. 

A Petitioner provides natural gas service to the City of South Beloit, the Village of 
Rockton, and parts of the Townships of Durand, Laona, Rockton and Roscoe in 
Winnebago County, Illinois; and parts of the Townships of Rock Grove and Rock Run in 
Stephenson County, Illinois. 
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WPL is SBWGE’s sole supplier of metered natural gas service. The gas service 
is not metered at the locations where it crosses the state border lines. Due to the 
relatively small size of the SBWGE property, it is uneconomical for SBWGE to maintain 
an organization of personnel and needed resources for operating and maintaining said 
properties. Further, WPL can efficiently perform such needed services. In the interest 
of economic efficiency and to lower overall costs and rates to customers of both utilities, 
SBWGE and WPL have entered into a Contract for Gas (hereinafter, ”Agreement”), 
which specifies how costs of natural gas supply and other expenses shall be allocated 
between the respective utilities. The current Agreement was executed in the early 
1980’s, following authorization by the Commission, pursuant to its authority under the 
Alinois Public Utilities Act. 

Mr. Marc Nielsen, Petitioner’s Gas Pricing Administrator, testified that since the 
current Agreement was entered into, the conditions under which WPL purchases gas 
services from wholesale suppliers have changed significantly, and it is therefore 
appropriate to change the current Agreement Formula 1 to reflect these changes. Mr. 
Eric Mott, Petitioner‘s Senior Cost Accounting Analyst, proposed clarifications to current 
formulae which allocate certain non-gas-supply related costs such as distribution, 
customer service, sales promotion, general, administrative and rental expenses, and 
rate base allocated to Petitioner. These formulae were also modified as necessary to 
reflect the availability of end-user transportation. Mr. Mott originally proposed a change 
to Formula 6 (rental expense), but after consultation with Staff agreed that the original 
formula (simply clarified and with recognition of end-user transportation) should be used 
in the proposed Agreement. Petitioner submitted Late Filed Exhibit 4, which is a final- 
form version of the proposed Agreement. Mr. Mott further testified that Formulae 2 
through 5 involve only expenses for which Petitioner is not directly billed by any entity 
other than W P L ,  whereas Formylae 6 and 7 are related to expenses for which 
Petitioner may receive direct bills from other entities and in the case of Formula 8 may 
have rate base specifically identified as located in Petitioner‘s service territory. 

At the hearing, Mr. K. Allen Griffy, member of the Accounting Department of the 
Commission’s Public Utilities Division (“PUD) stated that Staff reviewed Petitioner‘s 
filing and believed the proposed changes to be reasonable, premised on Mr. Mott’s 
testimony withdrawing a proposed change to Formula 6. Mr. William Riley, member of 
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the Planning and Operations Department of the PUD, stated that Petitioner’s proposed 
filing appeared reasonable. Staff has reviewed Late Filed Exhibit 4, and do not object 
to Petitioner and WPL executing the Agreement in the form shown. 

The Commission, having given due consideration to the entire record and being 
fully advised in the premises, is of the opinion and finds that: 

Petitioner, South Beloit Water, Gas & Electric Company, is engaged in the 
distribution of natural gas to the public in Illinois and is a public utility as 
defined in the Public Utilities Act; 

the Commission has jurisdiction over Petitioner and of the subject matter 
of this proceeding; 

the statements of fact set forth in the prefatory portion of this Order are 
supported by the record and are hereby adopted as findings of fact; 

the evidence indicates that changes to Petitioner’s current Agreement, 
including Formulae 1 - 8, and as embodied in Late Filed Exhibit 4, are just 
and reasonable; 

it is reasonable that Petitioner modify its current Agreement for Gas with 
Wisconsin Power & Light Company. 

IT IS THEREFORE ORDERED that Petitioner South Beloit Water, Gas & Eletric 
Company is authorized by the Commission to execute a new Agreement for Gas, in the 
same form and substance as that found in Late Filed Exhibit 4. between Petitioner and 
Wiscbnsin Power & Light Companb 

IT IS FURTHER ORDERED that Petitioner shall file a copy of the newly 
executed Agreement for Gas with the Commission within 20 days of executing said 
Agreement. 
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IT IS FURTHER ORDERED that subject to the provisions of Section 10-113 of 
the Public Utilities Act and 83 111. Adm. Code 200.880, this Order is final; it is not subject 
to the Administrative Review Law. 

By Order of the Commission this 11" day of June 1997. 

(SIGNED) DAN MILLER 

Chairman 

(S E A L) 

. 
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WHEREAS, gas service is not metered at the locations \\here ii crosses the >tats line. but is 

measured by meters measuring such energ? as is delivcrcd to cits8oiners or uyed by the utility: and. 

R'HEREAS, due w the relaiirdy small size of the Illinois Cornpnny propens. it is 

uneconomical for the Illinois Company io mainrain an organization of personnel and nsrdeil 

resources for operating and maintaining said properties: and, 

WHEREAS, &he Wisconsin Company can Mieiently perform such needed service; 

NOW, THEREFORE. in consideration of the mutual Agreemen1 lierein contained. ii is 

agreed by and between the parties hereto as Foiloxxi: 

1. The \%'isconsin Company will deliver from i s  local g a g  distribution facilities in 

Wisconsin to the adjacent ~nt@uous and interconnected low1 gas distribution faci 

Itlinois Company siruared in Illinois sufticient gas to meet the entire requirements of the lilin 

Company for distribution to its gas customers and for use by the tllinois Company subj 

conditions or curtailment restrictions impJsed on the Wiwnsin Csnrpirny by its su 

commodiq suppiy and transportation 

2. For all gas delivered to the illiaois Company, the Itilnois Company wiii 

t\iiseonSin Company monthly for deIivered natural gas. senice and fixed costs as described belo 

m. Delivered natural gas costs, which shnll be consistent with g a  ps 

made for the Wisconstn company, expressed in separate gaf charges, expressed as a 

miltmn British Themil Units (MMBW) and applied io the applicable niond 

Company XJMBW sales. AII inierdepmental sates of  gas will be priced P I  this sm 

per MkfBTG. Cess rcxovenble through the gas charges shall conform wiih allow 
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Late Filed Eshibit 4 

F a g  5 of 3 0 
rcc ~o- l te t  517-0055 

By: 
Senior Yice President 

I 

By: 
Senior Vice President 
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Late Filed Exhibit 4 
ICC Docket 97-0088 
Paze7of 10 

Annual Demand C o s  of G ~ s  pzr bfMBTC! = A B 

Where: A = Allocated Total Annuat Demand Costs of Gas of the cmibincd Wkc 
and Illinois Companies. as contracted for b: the \\ isconsin Conqm>t will1 
AXR Pipeline. ICorThem haturd Gus Company and other sellers of 
tnmsportation and storage capacity. 

h.n\lBTU of gas sold to all fimi and intermp&le direct-purchase cusiomcrs 
and hanspmtion backup customers of die combined Wisconsin and llliiiois 
Companies. 

B = 

Formufa 1 .3 Fderdly-Approved Gas-Related Costs 

Federally-Approved ~ns-%bted Costs = Non-gas costs Shich the interswe pi 
delivering gm to the Wisconsin Company are authorized to recover by the Fedesd 
Regulatory Commission. Ar the time of execution of the instant Agemiem. these costs 
include Gas Research Institute costs. Annwl Cost Adjustment costs. Order 500 T a b o r -  
costs. Dakota Cost Recovery. and Order 436 Gas Indusuy Transition costs. 

Individual SpeciGc Federalfy-.4ppro~-ed Gas-Rolaied C a t s  ShalI Be Calcutated Separatel?’ 
R%ere the Cost per ALMBTL-’ = A I B 

where: A = Cost of individual specific federally-approted gm-rikated charges ( 
billed sepamtely based on demand charges and vo€umetric cllarges) as b 
to the \%scansin Company by &YR Pipdine and iYo;ortllern hktural 
Company. 

B = bMTU of gas delivered ta all direct-purchase and transporraion custoti 
of the combined \Vieansin and Illinois Companies. 

Gas distribution apeniion and maintenance 
expenses = 

(A+ B) x (C /(C + DJ) 

$&re: A = Wisconsin Company gas distribution O&M expenscs 

E3 = JlIinois Company Gas distribution O&M Expenses 
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C = 

D = 

Illinois Cornlaiin)- avemge gas cusiotncr': 

Wisconsin Company average gas customers 

R = Illinois Campmy pas customer accounls and services expenses less 
rrncnllestibte accow~ts 

D = Wiseonsin Company average gas customers 

%%%ere: A = 

B = 

C = 

Wisconsin Clnngany gas sales promotion expenxs 

lilinois Campay gas sales promofion expen.ws 

llliiois Company average gas customers 

D = %Vimin Company awragc gas customers 

Administrative and Genera1 
expenses 
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wherae~o: 4 = Wiseansin Canzpmy gas A&G, FICA mii unemplqrnent taws less 
rr&atan commission expenses 

lliinois Company gas AEG. FICA and uneni+,io)ment t a e s  less regulator? 
commission elipenses 

Illinois Company avenge gxj  custmners 

Wisconsin Conipmy avemgic gas customers 

B = 

C = 

D = 

Formula 6 

R e n d  expesnes consisting of: 

Depreciation expenses = 

( ( A + 8)  x ( C i ( C + D 1 )  ) - B 

tchere: A = Wisconsin Company gas d~strihution and general plant depreciation expenses 
plus relaied percent of g3s-reIated common utility pian: depreciation 

B = 

C - 
Illinois Compmy gas distribution and general plant depreciation espe 

MMBTU ofgas delivered to dl direct-purchase and transporntion cusroi 
of the Iliinois Cornpan>- 

MMBTU of gas delivered to rrll direct-purclwse and iransportaian custoniers 
of the Wisconsin Company 

D zf 

l3xmla 

Rental expenses consisting of: 

Propmy Taxes - Property Tax Rate s Property Ta Basis 

where: Property Tax Rate = tViscomin Property Tax Raw 

and 

rtherr: Propay Tax Basis = { (A-B) x (Cf(C-rD)) ) - B 
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